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ST. LUCIA KEY ECONOMIC INDICATORS 


1983 1984 % Change 
84-85 


Gross Domestic Product (GDP) 
GDP 1977 
Population (thousands) 
GDP Per Capita 
GDP Per Capita (1977) 
Private Consumption 
Government Consumption 
Gross Domestic Investment 

As a percent of GDP 
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GDP by Sectors (% of total) 


Agriculture, Fisheries and 
Forestry 

Mining and Quarry 
Manufacturing 

Fleet and Water 

Construction 

Wholesale and Retail 


Hotel and Restaurants 
Transport and Communications 
Government Services 

Bank, Insurance, Real Estate 
Miscellaneous Service 





1983 


Balance of Payments (US$ million) 


Exports 39.6 

Percent to U.S. 9.6 
Imports 106.8 

Percent to U.S. 3065 
Services (net) 32.9 
Transfers (net) 13.7 
Current Account -12.3 
Capital Account 12.6 
Reserve Increase - 0.1 


Finance 


Money Supply 
Ml 


M2 
Public Debt 
External (US$ millions) 
Domestic 
Domestic Credit 
Commercial Prime Rate 
Consumer Price Increase 


Government Accounts 


Current Revenue 
Current Expenditures 
Capital Expenditures 


Tourism 


Total visitors 112.9 
Cruise Ship 33.8 
Total expenditure (US$ millions) 

15.0 


% Change 


84-85 


11.5 


2.8 





PART A - CURRENT ECONOMIC SITUATION AND TRENDS - ST. LUCIA 


General 


In 1986, the St. Lucian economy continued the surge begun in 
1982; preliminary estimates put real GDP growth at 5.8 percent; 
there was a 4.9 percent rise in 1984. Again in 1985 the 
agricultural sector, principally bananas, led the way, but 
construction also picked up, mainly as a result of increased 
government capital spending. Tourism also gained. This recent 
trend in the economy follows the natural disasters of 1979 and 
1980 and the political problems at the beginning of the 

decade. The government of Prime Minister John Compton, which 
has overseen the economic turnaround, will face elections 


before August, 1987. But prospects for continued political 
peace seem good. 


The most cheering news for the economy as a whole was the fact 
that the manufacturing sector joined agriculture, construction 
and tourism in moving forward in 1985. The downturn in 
industry, which began because of barriers erected in the 
regional trade group, the Caribbean Community (CARICOM), had 
led to stagnation in that important area. In fact, in 1984, 
industry registered a decline of 2.6 percent in real terms, 
when all other sectors were moving ahead. If manufacturing is 
indeed on a a protracted upturn, it should enable the 
government to turn its attention more closely to establishing 
order in the fiscal sector, where, owing to higher than 
warranted pay increases for government workers, the deficit 
grew to an estimated 4.3 percent of GDP in the fiscal year 
1984/85 (St. Lucia has a July 1 and June 30 fiscal year.) The 
need to increase revenue to close this fiscal gap remains St. 
Lucia's most pressing problem, but altogether, the outlook for 
the economy and the country is quite positive. In March we 
began negotiations with St. Lucia on a Tax Information Exchange 
Agreement. We came away with a draft, but as yet the St. Lucia 
Government has not taken associated actions that would permit 
final conclusion of an agreement. St. Lucia is also interested 
in negotiating a double-taxation convention and a bilateral 
investment treaty. (Otherwise, except for our assistance 
program, which has been going exceedingly well, there are no 
pending economic issues with St. Lucia except the parakeet 


export project that remains stalled, because of a problem with 
U.S. agricultural import regulations.) 





AGRICULTURE 


Even with the gains in other sectors in 1985, the St. Lucian 
economy is still exceedingly dependent on agriculture, 
predominantly bananas. Coconut and cocoa are the other major 
cash crops. About 70 percent of St. Lucia's agricultural land 
is under banana cultivation, over half of the population is 
dependent on the crop, and bananas account for more than 60 
percent of the country's domestic exports. In 1984, St. Lucia 
exported 64,000 tons of bananas: in 1985 banana exports 
exceeded 80,000 tons an increase of 24.7 percent over 1984. 
Reasons for the sharp increase were favorable weather, field 
packing and an increase in banana growers. The average 
wholesale price received for the bananas rose by 13.4%. The 
price received by the grower, however, declined by 11.2 
percent. In fact, since 1980 the wholesale price has increased 
by 67% whereas the share of the price received by the grower 
has declined from 45.8 percent to 37.7 percent. Chief reasons 
advanced for the decline have been administrative and operating 
costs of the St. Lucia Banana Growers Association. There is 
still great room for improved efficiency in the banana industry 
in St. Lucia, and, if achieved, could lead to even better 
returns to the producers. 


The coconut industry has still recovered from the devastation 
of the 1980 hurricane and suffers because of a mite 
infestation. Production rose 8.5 percent over 1984, but at 
4318.1 tons was still 33.4 percent below the peak of 1980. 


Cocoa production rose an encouraging 24.4 percent to 546 tons, 
but still remains significantly below the 1000 ton level, last 
achieved in 1980. Revenue was EC$394,767 or 33.8 percent more 
than in 1984. The industry also experienced black pod disease 
and a rodent infestation, but has been waging a campaign 
against them using government subsidized chemicals. In 
addition, a new high-yield variety plant is also being provided 
at a subsidized price. The impetus for cocoa production is 
provided by a contract with a US candy manufacturer. The 
contract provides for the purchase of all of St. Lucia's cocoa 


production for five years, beginning in 1984, at a guaranteed 
price. 


An important development in the agricultural sector was the 
sharp increase in the export of non-traditional crops to 
extra-regional markets. A major contributing factor was the 
crop diversification program undertaken with assistance from 
Taiwan. Products include breadfruit, mango and citrus fruit. 





Output rose by 26 percent over 1984, and exports were valued at 
EC$3.8 million. 


INDUSTRY 


Manufacturing increased in value by 4.8 percent (EC$4.7 
million). The highest gain was in paper and cardboard (due 
mainly to banana boxes) which increased 30.8 percent; the low 
was coconut products, which decelined 0.6 percent. 

Manufactured exports rose 52.1 percent, due mainly to paper and 
cardboard, wearing apparel, processed foods, beverages and 


tobacco. Manufacturing as a percent of GDP, however, slipped 
to 8.5 percent. 


Surprisingly, exports of manufactures to CARICOM countries 
improved by 59.4 percent, after declining in the previous two 
years. In 1985, St. Lucia was able to conclude a short-term 
arrangement that permitted an increase of exports to Trinidad 
and Tobago. Because the agreement was only short-term, it is 
not expected that exports to CARICOM will continue to 
increase. In fact, the 47.4 percent decline in coconut oil was 
due principally to the loss of the Jamaica market. St. Lucia 
did not sell any coconut products to Jamaica in 1985. The 
bright news is that exports to OECS and other foreign markets 
went up by 24.8 percent. For example, exports of assembled 


products to the US led an increase of 59.6 percent (by value) 
of these exports. 


A less bright spot in the industry picture was textiles and 
garments, where production declined 27.4 percent by volume and 
33.5 percent in value. But at the same time production for 
export has continued to grow, mostly assembly of garments. In 
addition, shipments to CARICOM nations rose by 29.4 percent, 
the first increase in three years. 


A total of 12 new manufacturing enterprises with proposed 
investment of EC$8.72 million were approved by the St. Lucia 
Government for fiscal incentives. Five of these actually 
opened, bringing the total of manufacturing enterprises to 
121. The new factories employed 157, and their output was 
estimated to be EC$24 million of which about 5.5 percent was 
exports. 


Tourism 


Total number of visitors to St. Lucia increased by 8 percent to 
96,034 in 1985. Preliminary data on tourism earnings shows a 





15 percent rise in revenue. Whereas the average length of stay 
of tourists remained constant, the average expenditure per day 
seems to have risen slightly. The brightest news was the 
reopening of the former Halcyon Days Hotel, a 256 room 
establishment that had been closed for over a year. Club Med 
has taken over and renovated the facility. Even with rooms 
added to the total, the occupancy rate for the year was about 
80 percent. St. Lucia tourism depends principally on four 
markets -- Europe, United States, Canada and other Caribbean 
countries -- where over 85 percent of the visitors originated. 
Tourism should be enhanced by the opening of a new duty free 
complex in Castries and a new US$3.9 Million marina this year. 
The industry now employs about 12 percent of the work force, 
and opportunities should expand as the new facilities open and 
arrivals increase. 


Employment, Wages, and Inflation 


There are no reliable statistics for unemployment in St. Lucia, 
but estimates put the rate at about 25 percent. tThe chief 
employment difficulty for the economy as a whole is that not 
only must it absorb the already unemployed, it must create 
between 2000 and 3000 jobs each year for the new entrants into 
the labor force. 


Inflation, however, remains low. In 1985 the retail price 
index rose only 1 percent. This is reflective of the high 
degree of openness of the St. Lucia economy and the domestic 
price controls. During the latter half of 1985 prices were 
affected by the appreciation of major currencies such as the 
pound sterling and the yen against the Eastern Caribbean 
dollar, which is pegged to the U.S. currency. In general, 
imported goods showed greater increases than domestic 
products. But inflation remained at a low level, as it has 
since 1982. 


In the private sector union wage settlements averaged 15-30 
percent to be spread over two to three years. In 1984, similar 
agreements averaged between 10 and 26 percent. There was only 
one new contract in the manufacturing sector covering 30 
workers. There the total wage increase was 22 percent; 10 
percent in the first year and 12 percent in the second. 


Public sector employment averaged a 2 percent decline as a 
result of some effort to streamline government departments. 
Government employees' wages rose 2 percent under the terms of a 





1984 settlement that granted a 20.8 percent increase over three 
years. As a result of this modest increase, the public sector 
income portion of GDP declined moderately. 


Money, Banking and Finances 


Most interest rates in St. Lucia are determined by market 
forces. Until 1982, interest rates on deposits were lower than 
both foreign rates and domestic inflation. With the rapid 
decline in inflation after 1982 and the increase in nominal 
rates, real deposit rates became positive. This trend was 
further boosted, when the ECCB in January, 1985 imposed a 
minimum interest rate of 4 percent on savings’ deposits in 
commercial banks. That rate has now risen to an average of 5.8 
percent, up from 4.8 percent in 1984. The two measures of 
money supply M and M_ grew 5.8 percent and 20.7 percent, 
respectively, because of an increase in domestic credit, which 
expanded by EC$24.3 Million. Net claims on Government rose 
Ec$8.1 million to Ec$28.1 and commercial banks' claims on the 
private sector increased EC$16.9 (7.1 percent), mainly through 
loans and advances. 


The overall deficit of the consolidated public sector for the 
fiscal year is estimated at EC$3.7 million. There was a 


surplus on current account of EC$11.79 million. The deficit of 
the Central Government was EC$21.0 million, a 31.7 percent 
increase from the previous fiscal year. At the end of FY 85-86 
public debt stood at EC$112.2, up 6.1 percent. External debt 
stood at EC$58.2 Million. Although debt service is still at 


reasonable levels, the continuing rise in public debt bears 
watching. 


Foreign Trade and Balance of Payments 


St. Lucia's trade deficit for 1985 was 188.3 million or 1.4 
percent below the gap for 1984. As a percent of GDP, however, 
the trade deficit declined from 46 percent in 1984 to 41 
percent. Exports showed an 8.8 percent value rise and imports 
value went up 2.7 percent. Value of trade with St. Lucia's 
three major industrialized trading partners -- United States, 
Japan and Canada -- declined as both imports and exports fell. 
Trade with the EEC rose, but the deficit with CARICOM countries 
widened. Because of the rise in exports of bananas, which 
account for 60 percent of total exports, total export earnings 
increased by 25 percent. Export of coconut derivatives, beer 
and clothing fell, as a result of difficulties in the CARICOM 
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region. Also due to bananas, the United Kingdom received the 
largest proportion of St. Lucia exports, almost 58 percent. 
The United States was the second largest market taking 13.2 
percent. CARICOM's share dropped to 19.2 percent from 25.5 
percent in 1984. 


Total imports increased to EC$328.8 on 2.7 percent over the 
previous year. The United States is still the largest supplier 
to St. Lucia, with 32 percent of the market, down from 37 
percent in 1984. While consumer products and intermediate 
goods recorded only slight increases, 0.47 percent and 2.15 
percent, respectively, capital equipment, especially machinery 
and transport equipment showed a 10.7 percent wise. 


The rise in exports and increased tourist receipts narrowed the 
overall current account deficit to uUs$17.5 million from us$31.4 
million in 1984. The overall balance, however, slipped to 1.5 
percent (EC$6.9 million) of GDP from 0.65 percent of GDP the 
previous year. The increased gap was occasioned by a reduction 
in inflows of official grants and private capital. In 
addition, there was a net outflow of commercial bank claims. 
There was an increase, as well, in overdue payments of debt, 
which stood at 24.6 percent of GDP at year's end, a rise of 6.1 
percent. Debt owed to the IMF, however, was reduced from 
ec$4.2 million to EC$0.48 million. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


St. Lucia has recovered well from the natural disasters at the 
beginning of the decade and from the political problems that 
led to the 1982 election of the John Compton government. The 
period of stability has permitted repairs to the damaged 
infrastructure and raised confidence in the country. There is 
an educated and trainable work-force and St. Lucia enjoys the 
benefits of the Caribbean Basin Initiative. In sum, there are 
profitabie opportunities awaiting American businessmen. 


The U.S. presently enjoys the largest share of the St. Lucia 
market and should be able to maintain that position. But 
others, principally the Japanese and the EEC countries are 
seeking sales and are becoming competitive. The tourist 
industry and the expanding agricultural sector provide 
excellent prospects for expansion of U.S. exports. As the 
economy expands, there will be increasing demand for consumer 
goods, as well. 





Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 


Name 
Organization 
Address 
City 


DOC/BAI 
8/84 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


ws 


Here’s my check made out to the Super- 
intendent of Documents. 


L] Charge my VISA or MasterCard No. 


CLITTITITTIT Titi ttitt) 


(Signature) 


(Expiration Date) 





“An investment 
in knowledge 


ays the best 
interest.” 7 * 


Your Government has published thousands 
of books to serve America. And now 

the Government Printing Office has 

put together a catalog of the 

Government’s “Bestsellers”— almost a 
thousand books in all. Books like 

The Space Shuttle at Work, Starting 

a Business, U.S. Postage Stamps, 

and National Parks Guide and 


Map. I daresay there’s even 
information on one of my favorite 
subjects— printing. 

Find out what the Government 
has published for you—send 
for your free catalog. Write— 


New Catalog 


Superintendent of Documents 
Washington, D.C. 20402 





You might be, if you don’t have current, up-to-date in- 
ARE formation on the countries to which marketing. 


Overseas ass 
YOU Trends and their Implications for the United States 
offer reports with the information 


EXPORTING erties: © 
BLINDFOLDED? fr csceernceasne 


investment conditions and pa sng RR TER They'll bring 
you the latest marketing information on countries offering 
good potential as sales outlets for U.S. goods. You'll find 
information on: 


The OBR World Trade Outlook Series gives you a 


twice-a-year analysis of U.S. export prospects to all 
major trading companies. 


Foreign Economic Trends and their 


Implications for the United States 
focus closely on current economic developments and 
trends in more than 100 countries. This series is essential 
for analyzing new elements and trends to help you plan 
and evaluate your commercial or investment programs 
overseas. Each report: 


@ is prepared on the scene by U.S. Foreign Service 
and Foreign Commercial Service experts 

@ pinpoints the economic and financial conditions of 
the country, and how they could affect US. 
overseas business 

@ describes the principal influence of current condi- 
tions and future trends on the economy 


Use the order form below to start your subscription to 
both series today. 


U.S. Department of Commerce e International Trade Administration 
ERE SSE SPIE a BR AAS ee A PEAS oS SE 
ORDER FORM To: Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is$______——*q) check, 
anes Dole aes SVS Total charges $____ Fill in the boxes below. 
Deposit Account No. Credit 
(TTtTit+1) Card No. LLP EEEEELI LILI aa 
Expiration Date 
Order Non = Month/Year cit t) 


Enter my subscription to: 1] Overseas Business Reports at $29 per year ($36.25 overseas) For Office Use Only 
(0 Foreign Economic Trends at $66 ($82.50 overseas) Quantity 
Company Name uw Enclosed nS 
... To be mailed ................ 


Individual’s Name—First. Last Subscriptions .. 


Postage .... 
Street address Foreign handling 
MMOB 


City State ZIP Code 


DD dd es ed 


(or Country) 
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PLEASE PRINT OR TYPE 








